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Revised valuation triggers upgrade to Buy

Publication date 10.04.2018 17:34

Writing date 10.04.2018 17:12 We expect a strong improvement in group profitability in 2018e. For the long run, we

expect Hypoport’s Credit Platform to increase its market share by 1.2pp per year,
10 leading to a share of >25% in the overall German mortgage market in 2027e (BHFe for
160 2017: 13.2%). Moreover, we see Hypoport, with its Smart Insurtech platform, in the
pole position to establish a market standard for software solutions used by insurance
100 brokers. Visibility on this business has increased in our view driven by the company’s
o recent takeover streak, its establishment of a separate Insurance Platform segment,
and a revenue increase from € 5.1m in 2016 to € 15.2m in 2017. Having reworked our
0 valuation model, we lift our TP for Hypoport from € 139 to € 163 and upgrade to Buy.
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Although the company’s flat EBIT in 2017 was disappointing, we consider the investment

ﬁizt;” HYQGn.DE case still intact. The guidance miss was due solely to the rather volatile Institutional Clients
Market Cap (EURM) 842 segment, while the three other segments showed solid or even very strong performances
Enterprise value (EURm) 826 last year.
Extrema 12 months 8594 - 161.0 Regarding 2018, management guides for revenue of € 220-240m (our previous estimate:
Free Float (%) 56.1 € 218m; 2017: € 194.9m) and EBIT of € 26-31m (our previous estimate: € 30.2m; 2017:
Performance (%) I 3m  12m € 23.3m). Assuming Institutional Clients’ EBIT recovers at least slightly in 2018e, we expect
Absolute 12.4 04 626 a strong improvement in group profitability. We forecast group EBIT to grow 72.9% from
Perf. rel. Country Index 13.3 71 652 €23.2m in 2017 to € 40.3m in 2020e (CAGR: 20.0%). We have raised our 2018e sales
Perf. rel. Property, holding ~ 12.0 2.1 50.6 estimate, but slightly lowered our 2018e EBIT estimate. For the years beyond 2018, we have
P&L 1218 12/19¢ 12/20e increased both our sales and EBIT estimates.
oo o i 2% Hypoport's Insurance Platform in the pole position
Current EBIT (EURm) 292345 404 In the Insurance Platform segment, management expects organic revenue growth of ¢.50%
Attr. net profit (EURm) 229 27.3 321 . . . .
Adjusted EPS (EUR) 386 459 540 in 2018 and does_not rule ou’t that thls segment might b_reak even already this year. In our
Dividend (EUR) 000 000 000 view, however, this segment’s earnings performance will also depend on the effects from
further takeovers. Management stated that it is currently aiming to take over insurance
PIE () 367 309 262 portfolios in order to manage them efficiently via Hypoport’s Smart Insur platform.
P/B (x) 8.0 6.3 5.1 Due to its expertise in the insurance sector, its know-how gathered from expanding
Dividend Yield (%) 0.0 0.0 0.0 Europace, and its decisive embracing of the role of a market consolidator, we see Hypoport
FCF yield (%) 12 18 23 in the pole position to establish a market standard for software solutions used by insurance
EViSales (x) 566 843 269 brokers. In 2018, the company will continue to focus on increasing market share by acquiring
EV/EBITDA (x) 22.4 18.6 15.5 . . . . . . ..
companies, investing in IT and using aggressive pricing structures. After the recent takeover
EV/Current EBIT (x) 28.8 23.9 20.0

streak, the establishment of a separate Insurance Platform segment, and revenue growth
Gearing (%) 8 8 26 from € 5.1m in 2016 to € 15.2m in 2017, visibility on this segment’s future development has

Net DebVEBITDA(X) ns ne ns improved in our view. Our revised valuation approach results in a new fair value per share of
€ 23.97 (old: € 12.53) for the Insurance Platform segment.
Next Events TP increased from € 139.00 to € 163.00 — Upgrade to Buy
03.05.2018 Q1 Results
04.05.2018 Annual General mesting We have increased our target price for the Hypoport shares from € 139.00 to € 163.00 on
06.08.2018 H1 Results : . ; " .
05.11.2018 Q3 Results the basis of our sum-of-the-parts valuation, mainly due to 1) a positive valuation effect from
the roll-over of our DCF models from 2017-26e to 2018-27e, 2) a higher fair value per share
(FVpS) of € 49.90 (old: € 31.53) for the Private Clients segment, and 3) a higher FVpS of
€ 24.12 (old: € 12.53) for the Insurance Platform segment. Our 2019e target P/E stands at
35.5x (EPS CAGR 2016-19e: 15.2%) We upgrade from Neutral to Buy.
Martin Decot (Analyst)
+49 (69) 71 83 736
martin.decot@oddo-bhf.com
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REVISED ESTIMATES AND VALUATION METHODOLOGY

After publication of its preliminary 2017 figures (see our update from 2 March),
Hypoport published its annual report for 2017, which included the company’s
guidance for 2018. On this basis, we have adjusted our estimates for 2018-20e.
We have also completely revised our DCF models for each segment, and for
the first time value the Insurance Platform segment with a DCF model as well,
setting our long-term estimates for this segment below management’s guidance.
Our sum-of-the-parts valuation for the group resulted in a fair value of € 163.97.

2018: Insurance Platform contributes to further
growth, additional takeovers seem likely

.I Wide guidance ranges reflect volatility of
Institutional Clients business

Management guides for revenue of € 220-240m (our previous estimate:
€ 218m) and EBIT of € 26-31m (our previous estimate: € 30.2m) in 2018e.
Apparently, Hypoport’s failure to meet its guidance last year led management to
set relatively wide guidance ranges for 2018 in order due to the relatively
volatile nature of the Institutional Clients business.

Regarding the Insurance Platform segment, management expects organic
revenue growth of at least 50% in 2018, and does not rule out this segment
breaking even already this year. In our view, however, this segment’s earnings
performance will also depend on the effects of further takeovers. Management
stated that it is currently aiming to take over insurance portfolios in order to
manage them efficiently via Hypoport's SMART INSURTECH platform (‘SmIT’).
First, it aims to acquire a small portfolio as a test run for the migration onto the
platform and to check the platform for further optimisation potential.

Regarding capex in 2018, management has earmarked € 13.8m mostly for i/ the
expansion and refinement of the Credit Platform business unit, ii/ further
digitalisation of the Institutional Clients division, and iii/ driving growth in the
Insurance Platform unit. Please note that the capex guidance excludes
payments for acquisitions.

The takeover of IWM Software AG was closed just at the beginning of 2018, but
Hypoport had already made a prepayment of € 8m for this acquisition in 2017.
This resulted in an increase in other assets and a corresponding negative effect
on operating cash flow last year. We now assume in our estimates that IWM'’s
net assets will be directly booked against other assets in 2018, without any
effect on cash flow.
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. EBIT bridge and estimates vs. consensus

We have raised our 2018e sales estimate, but slightly lowered our 2018 EBIT
estimate. For the years beyond 2018 we increased both our sales and EBIT
estimates.

Chart 1 below shows our projected EBIT bridge from 2017 to 2020e: Overall, we
expect group EBIT to grow by 73.2% from € 23.2m in 2017 to € 40.4m in 2020e,
equating to a CAGR of 20.1%. This increase of € 17.1m can be broken down as
follows: (1) € 7.9m from the Credit Platform segment; (2) € 7.6m from the
Private Clients segment; (3) € 1.5m from the Institutional Clients segment; (4)
€ 3.2m from the Insurance Platform, and (5) a negative impact of € -3.2m from
an increase in holding costs/consolidation effects.

EBIT bridge 2017 to 2020e
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Chart 1 — Source: Oddo BHF Securities
Our earnings estimates are broadly in line with the Factset consensus figures.

ODDO BHF estimates vs. consensus (2018e-2020e)

EURmM 2018e 2019e 2020e
Revenues

Oddo BHF estimates 2294 263.6 299.7
Factset consensus estimates 2234 251.7 251.7
Deviation to consensus 2.7% 4.7% 19.1%
EBIT

Oddo BHF estimates 29.2 34.5 404

Factset consensus estimates 291 344 42.3

Deviation to consensus 0.5% 0.4% -4.5%
Basic EPS

Oddo BHF estimates 3.86 4.59 5.40

Factset consensus estimates 3.85 4.56 5.26

Deviation to consensus 0.2% 0.6% 2.6%

Chart 2 — Source: Factset, Oddo BHF Securities
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Valuation: TP raised to € 163, upgrade to Buy

Following a change in analyst, we have now completely revised our DCF
valuation models for the segments and now raise our TP from € 139.00 to
€ 163.00 on the basis of our sum-of-the-parts valuation, mainly for the following
reasons:

(1) A positive valuation effect from the roll-over of our DCF models from 2017-
26e to 2018-27e.

(2) A higher fair value per share of €49.90 (old: € 31.53) for the Private
Clients segment: While we previously had assumed a constant EBIT
margin for this segment going forward, we now expect the segment EBIT
margin to increase going forward due to the high scalability and the
relatively low capex requirements of this business segment.

(38) A higher fair value per share of € 24.12 (old: € 12.53) for the Insurance
Platform segment: While we had previously used a multiple-based
approach in combination with a lump sum capex assumption, we have
now switched to a DCF model to value this business segment. Due to the
high forecast risk attached to this new business, we set our long-term
estimates well below the management’s guidance, and cautiously used a
WACC of >10%.

In our view, Hypoport is best valued with a sum of the parts DCF valuation due
to the different nature of the segments. Since there are no publicly listed peers
that are sufficiently comparable in our view, we prefer a DCF approach to a
multiple-based approach.

Sum-of-the-parts valuation: overview

Fair value
per share (EUR)

DCF Credit Platform 77.40
DCF Private Clients 49.90
DCF Institutional Clients 12.02
Insurance Platform 24.12
Net debt -0.35
Financial assets 0.88
Total fair value per share (EUR) 163.97

Chart 3 — Source: Oddo BHF Securities

Adding up the fair values for each business segment and deducting the group’s
net debt of € 0.35/share (€ 16.4m in financial liabilities less € 14.3m in cash
divided by 5.95m shares outstanding), and adding financial assets of € 0.88 per
share (mainly a stake in finconomy AG), we arrive at a fair value per share of
€ 163.97. We set our TP at € 163.

For the sake of simplicity, we allocated the estimated holding costs and
consolidation effects to each segment’s EBIT in our respective segment DCF
models in proportion to the segment’s share of group sales.

1 Credit platform: € 77.40/share

Transaction volume in the Credit Platform segment (Europace and its sub-
platforms) across all products rose to € 48.2bn in 2017 (2016: € 44.7bn; +8%
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yoy). Transaction volume per sales day rose 10% yoy, from € 176m in 2016 to
€193m in 2017. Mortgage finance accounted for 78.8% of total transaction
volume, building society loan contracts for 15.7%, and personal loans for 5.5%.

We model the mortgage finance share of revenues in the Credit Platform
segment based on a top-down analysis, using the Bundesbank’s figures for
mortgage lending volume in Germany. In 2017, the Credit Platform’s transaction
volume attributable to mortgage finance rose 7% yoy to € 38.0bn — despite a
2.2% decline in the market as a whole. Please note, however, that Europace’s
volume figures are not fully comparable with those of the Bundesbank for two
reasons: (1) Europace’s transaction volume includes all mortgages that were
initiated, including those that were subsequently retracted. We estimate the
cancellation rate at ~20% of the total volume. (2) Large parts of the loan
transactions posted by Hypoport in November and December were not closed
until the following year. Therefore, Europace’s transaction volume in 2017 less
cancelled loan applications is neither congruent with Hypoport's volume of
mortgages closed with the banks in 2017, nor comparable to the total market
volume of closed mortgage financings (Bundesbank statistics).

Adjusted for cancellations, we estimate the market share of Hypoport’'s Credit
Platform of the total German mortgage financing market at 13.2%.

Mortgage volume to households in Germany (EUR bn)

Month New Change Total per Change 2017 Change
volume yoy quarter yoy total yoy

Jan 17 19.8 7.0%

Feb 17 17.8 -5.0%

Mar 17 22.2 -0.9% 59.8 0.3%

Apr 17 18.1 1.3%

May 17 20.5 14.0%

Jun 17 19.3 -9.9% 57.9 1.1%

Jul 17 20.4 0.6%

Aug 17 20.2 1.6%

Sep 17 17.4 -6.8% 58.0 -1.4%

Oct 17 18.1 1.2%

Nov 17 18.8 -7.1%

Dec 17 17.5 -18.4% 54.4 -8.6% 230.1 -2.2%
Jan 18 19.6 -0.8%

Feb 18 18.8 5.6%

Chart 4 — Source: Deutsche Bundesbank, Oddo BHF Securities

Our DCF valuation for the Credit Platform segment is based on the following
assumptions

e Total mortgage volume in Germany: We expect a flat market trend in 2018e
due to a continuing lack of supply. In our model, we cautiously set the long-
term annual growth rate in mortgage volume at only 0.3%.

e Hypoport's market share in mortgage financing: As we expect Hypoport to
gain further market share driven by its technological advantages and strong
market position, we assume the strong growth of the Credit Platform will
continue in 2018e and following. In our model, we assume Hypoport's
market share rises by +1.2pp per year to >25% by 2027e (our estimate for
2017: 13.2%). Based on our assumption of 0.3% market growth p.a., this
corresponds to a transaction volume of € 59bn in mortgage financing
(adjusted for cancellations).

e Building society loan contracts: The transaction volume of building society
loan contracts on Hypoport’s Credit Platform was up 9% in 2017, and we
expect its growth to stay around this level for the next few years.

e Personal loans: We assume that the state-of-the-art technology of the
personal loans front end (KreditSmart) will continue to attract additional
customers and generate double-digit volume growth in the medium term
(2017: +15%), but we also note that this growth is still coming from a low
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base. We also note that the cancellation rate for personal loans is higher
(our estimate: 50%) than for mortgage financing and building society loan
contracts (our estimate 20%).

e Transaction fees: We consider it unlikely that transaction fees will come
under pressure. We assume stable transaction fees of 10bp for the
mortgage finance business and for building society loan contracts, and 40bp
for personal loans, respectively.

e Besides revenue based on transaction volume, the Credit Platform
segment’s revenue also includes revenue from the B2B marketing
organisations Qualitypool (a pool for small brokers) and Starpool (a joint
venture with Deutsche Postbank AG). We estimate the combined revenue of
these companies at € 33.9m in 2017, and that it will grow more or less in line
with  Europace. Regarding the new mortgage valuation services
(HypService), we assume revenue of € 1.8m in 2017 growing to >€ 20m by
2027e (estimated market potential: € 150-200m). For the Credit Platform
segment overall, we project revenues to increase to € 186.2m in 2027e,
equating to a CAGR of 9.2%.

e EBIT margin: Due to the high scalability of Europace, we expect the EBIT
margin to increase with transaction volume. The overall segment margin is
diluted by Qualitypool (ODDO BHFe: a low to medium single-digit EBIT
margin) and Starpool (ODDO BHFe: EBIT close to zero). Overall, we
assume operating leverage of 120% on average from 2017-2027¢ (i.e. a
1.2% increase in EBIT for every 1.0% increase in revenue), leading to a
EBIT CAGR for the Credit Platform segment of 11.0% in the 2017 to 2027e

time period.
DCF: Credit Platform
PHASE 1 PHASE 2 PHASE 3
EURm 2018e 2019 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e o)
Sales 88.5 98.9 109.4 120.7 132.6 145.0 157.7 170.3 182.5 186.2
yoy growth 14.2% 11.7% 10.6% 10.3% 9.9% 9.4% 8.7% 8.0% 7.2% 2.0%
EBIT 18.3 20.8 23.3 26.2 29.4 324 35.8 39.4 42.7 43.8
Margin as % of sales 20.7% 21.0% 21.3% 21.7% 22.2% 22.4% 22.7% 23.1% 23.4% 23.5%
Margin as % of gross profit 39.0% 37.7% 38.1% 38.5% 39.2% 39.3% 39.7% 40.3% 40.6% 40.6%
EBIT incl. allocated holding
costs and consolidation 14.9 16.9 19.2 21.9 24.9 27.8 31.0 34.5 37.7 38.9
Margin as % of sales 16.8% 17.1% 17.6% 18.1% 18.8% 19.2% 19.7% 20.3% 20.7% 20.9%
Income tax on EBIT (cash tax rate) -1.9 -2.1 2.4 2.7 -3.1 -3.5 -3.9 4.3 4.7 4.9
Depreciation and amortisation
((incl. allocated holding costs and consolidation) 3.8 4.4 5.0 5.4 5.9 6.4 6.9 7.3 7.8 8.0
Change in net working capital -1.9 -1.8 -1.8 -1.7 -1.8 -1.8 -1.9 -1.9 -1.6 -0.6
Net capital expenditure -8.0 -8.6 9.2 -10.0 -10.6 -11.2 -12.1 -12.9 -13.6 -8.0
Free cash flow 7.0 8.9 10.8 12.9 15.3 17.6 20.0 22.7 25.6 33.5
Present values 6.6 7.9 9.0 10.0 11.0 11.8 12.5 13.3 13.9 17.0 347.4
Present value Phase 1 23.4 Risk free rate 0.78% Target equity ratio 80.0%
Present value Phase 2 89.4 Equity risk premium 7.23% Beta (fundamental) 1.0
Present value Phase 3 347.4 Debt risk premium 2.50% WACC 6.98%
Total present value 460.2 Tax shield 12.5% Terminal growth 2.00%,
Sensitivity analysis
Terminal growth rate (Phase 3)
1.0% 1.5% 2.0% 2.5% 3.0%
Fair value of business segment 460.2 6.0% 83.91 91.37 100.71 112.73 128.77
6.5% 74.75 80.58 87.73 96.66 108.16
Number of shares outstanding (m) 5.9 WACC 7.0% 67.16 71.81 77.40 84.23 92.78
7.5% 60.77 64.54 68.99 74.34 80.88
Fair value per share (EUR) 77.40 8.0% 55.34 58.43 62.03 66.29 71.41

Chart 5 — Source: Oddo BHF Securities

Other assumptions:

e Tax rate: Even though the company generates almost 100% of its revenues
in Germany, it books a significant portion of its Europace revenues through
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DCF: Private Clients

EURmM

Sales
yoy grow th

EBIT
Margin as % of sales
Margin as % of gross profit

EBIT incl. allocated holding
costs and consolidation
Margin as % of sales

Income tax on EBIT
Depreciation and amortisation
((incl. allocated holding costs and consolidation)
Change in net working capital
Net capital expenditure

Free cash flow

Present values

Present value Phase 1
Present value Phase 2

Present value Phase 3
Total present value

Fair value of business segment

Number of shares outstanding (m)

Fair value per share (EUR)

Chart 6 — Source: Oddo BHF Securities
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2018e

97.4
18.4%

14.6

15.0%
38.9%

10.8
11.1%

1.6
-2.1
-1.2

5.9

5.6

20.0
57.0

219.7
296.7

296.7

5.9

49.90

w

an Irish subsidiary (Hypoport Mortgage Market Ltd). Our tax rate assumption
going forward is thus 12.5% for this segment.

e (Capex requirements: Given that Europace competes with the in-house
solutions of potential clients (banks), we assume Hypoport will continue to
make significant investments in its Credit Platform going forward (€ 8.0m in
capex in 2018e, which will still increase significantly in the long run).

e QOur assumptions regarding the various cost of capital parameters lead us to
a WACC of 6.98%.

e Terminal value phase: To calculate terminal value we apply a long-term FCF
growth rate of 2.00%, which we consider reasonable given the company’s
growth prospects for its underlying business.

Based on the above assumptions, we derive a fair value of € 460.2m,
translating into a fair value of € 77.40 (old: € 80.18) per share for the Credit
Platform.

.I Private Clients: € 49.90/share

Our DCF valuation for the Private Clients segment is based on the following
assumptions:

e Revenue growth: We expect revenues to grow at a CAGR of 15.4% until
2020e and a CAGR of 4.3% from 2020e to 2027e.

e EBIT margin: In contrast to previously, we now expect an increase in Private
Clients’ EBIT margin due to the high scalability and the relatively low capex
requirements of this business segment.

PHASE 1 PHASE 2 PHASE 3
2019 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e [e9]

112.0 126.6 135.4 143.6 150.8 156.8 161.5 166.3 170.5

15.0% 13.0% 7.0% 6.0% 5.0% 4.0% 3.0% 3.0% 2.5%
171 19.7 21.3 22.7 23.9 25.0 25.9 26.8 27.7
15.3% 15.6% 15.7% 15.8% 15.9% 16.0% 16.1% 16.1% 16.2%
39.7% 40.5% 40.7% 40.9% 41.2% 41.4% 41.6% 41.9% 42.1%
12.7 15.0 16.4 17.8 19.1 20.3 21.3 22.3 23.2
11.4% 11.8% 12.1% 12.4% 12.7% 12.9% 13.2% 13.4% 13.6%
-3.8 -4.5 -4.9 -5.3 -5.7 6.1 -6.4 -6.7 -6.9
2.1 2.4 2.4 2.4 2.4 2.4 2.4 23 2.4
2.0 -2.1 -1.9 -1.9 -1.9 -1.9 -1.8 -1.5 -0.5
-1.5 1.7 -2.0 2.2 -2.4 -2.6 -2.8 -2.9 -2.4
7.5 9.0 10.1 10.8 11.5 12.1 12.7 13.6 15.7

6.7 7.6 8.0 8.1 8.1 8.1 8.0 8.0 8.7 219.7

Risk free rate 0.78% Target equity ratio 80.0%

Equity risk premium 7.23% Beta (fundamental) 0.9

Debt risk premium 1.50% WACC 6.04%)

Tax shield (Phase 3) 30.0% Terminal growth 2.00%

Sensitivity analysis
Terminal growth rate (Phase 3)

1.0% 1.5% 2.0% 2.5% 3.0%

5.04% 54.01 59.92 67.78 78.73 95.03

5.54% 47.49 51.91 57.57 65.09 75.57

WACC 6.04% 42.28 45.67 49.90 55.31 62.51
6.54% 38.02 40.68 43.92 47.97 53.15

7.04% 34.47 36.60 39.14 42.24 46.11
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Further assumptions:
e Tax rate: We assume an income tax rate of 30%.

e (Capex requirements: We assume low capex (even below the segment’s
level of depreciation and amortisation over the first few years) in line with
historical capex.

e Qur assumptions regarding the various cost of capital parameters lead us to
a WACC of 6.04%.

e Terminal value phase: To calculate terminal value we apply a long-term FCF
growth rate of 2.00%, which we believe is reasonable considering the growth
prospects of the company’s underlying business.

Based on these assumptions, we derive a value of € 296.7m for the Private
Clients segment, translating into a fair value of € 49.90 (old: € 31.53) per share.

! Institutional Clients: € 12.02/share

Our central assumptions for the Institutional Clients business are the following:

e Revenue growth: We expect revenues to grow at a CAGR of 3.9% until
2020e and 2.0% p.a. between 2020e and 2027e.

e EBIT margin: We expect the EBIT margin to stay constant at ¢.30% in the

long run.
DCF: Institutional Clients
PHASE 1 PHASE 2 PHASE 3
EURm 2018e 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e e}
Sales 20.3 211 21.7 22.2 22.6 231 23.5 24.0 24.5 25.0
yoy grow th 4.8% 4.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
EBIT 5.6 6.3 6.5 6.7 6.8 6.9 71 7.2 7.4 7.5
Margin as % of sales 27.5% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%
Margin as % of gross profit 27.8% 30.3% 30.3% 30.3% 30.3% 30.3% 30.3% 30.3% 30.3% 30.3%
EBIT incl. allocated holding
costs and consolidation 4.8 5.5 5.7 5.9 6.0 6.2 6.4 6.5 6.7 6.8
Margin as % of sales 23.6% 26.1% 26.2% 26.5% 26.7% 26.9% 27.0% 27.2% 27.3% 27.4%
Income tax on EBIT -1.4 -1.7 -1.7 -1.8 -1.8 -1.9 -1.9 -2.0 -2.0 -2.1
Depreciation and amortisation
((incl. allocated holding costs and consolidation) 0.8 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Change in net working capital -0.4 -0.4 -0.4 -0.3 -0.3 -0.3 -0.3 -0.3 -0.2 -0.1
Net capital expenditure -1.5 -1.1 -1.1 -1.1 -1.2 -1.2 -1.2 -1.3 -1.3 -0.9
Free cash flow 2.2 3.3 3.5 3.6 3.7 3.8 3.9 4.0 4.1 4.7
Present values 21 2.9 2.8 2.8 2.6 2.5 2.4 2.3 2.2 2.3 46.5
Present value Phase 1 7.9 Risk free rate 0.78% Target equity ratio 80.0%
Present value Phase 2 171 Equity risk premium 7.23% Beta (fundamental) 1.1
Present value Phase 3 46.5 Debt risk premium 2.50% WACC 7.16%
Total present value 7.5 Tax shield (Phase 3) 30.0% Terminal growth 2.00%
Sensitivity analysis
Terminal growth rate (Phase 3)
1.0% 1.5% 2.0% 2.5% 3.0%
Fair value of business segment 71.5 6.16% 12.95 13.92 15.11 16.63 18.63
6.66% 11.72 12.48 13.40 14.54 16.00
Number of shares outstanding (m) 5.9 WACC 7.16% 10.69 11.29 12.02 12.90 13.99
7.66% 9.81 10.30 10.88 11.58 12.42
Fair value per share (EUR) 12.02 8.16% 9.06 9.46 9.94 10.49 11.16

Chart 7 — Source: Oddo BHF Securities
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Further assumptions:
e Taxrate: We assume an income tax rate of 30%.

e Capex requirements: We assume capex slightly above depreciation and
amortisation.

e QOur assumptions regarding the various cost of capital parameters lead us to
a WACC of 7.16%.

e Terminal value phase: To calculate terminal value we apply a long-term FCF
growth rate of 2.00%, which we consider reasonable based on the growth
prospects of company’s underlying business.

Based on these assumptions, we derive an equity value of € 71.5m, translating
into a fair value of € 12.02 (old: € 14.13) per share.

1 Insurance Platform: € 24.12/share

Management expects organic revenue growth of 50% in 2018, and does not
rule out that this segment could break even already this year. Management
reconfirmed its long-term guidance for the Insurance Platform segment, which it
had given for the first time at its CMD in May 2017. Assuming that total
insurance premiums in Germany remain at an annual level of about € 200bn,
management believes it can capture a 10% share of this market in the next 10
years (which we interpret as by 2027), i.e. that it can transact € 20bn in
insurance premiums. Hypoport plans to charge an annual fee of 75bp on every
€ 1 of insurance premium which would lead to revenues of € 150m per year.
Based on its experience with Europace, management assumes that the
Insurance Platform will achieve an EBIT margin of 40-50% as a percentage of
the segment’s gross profit.

Please note that our revenue growth estimate of 52% for the Insurance Platform
as well as our estimates for the following years are purely organic. Since
Hypoport targets further acquisitions in this segment, our current growth
assumption is only hypothetical, and we will have to change our estimates when
acquisitions are made in the future.

Our central assumptions for our DCF model for the Insurance Platform business
are the following:

e Revenue growth: We expect revenues to grow at a CAGR of 40.1% until
2020e and at a CAGR of 19.6% between 2020e and 2027e. This results in
revenue of € 146.4m in 2027e, slightly below the company’s guidance of
€ 150m.

e EBIT margin: We expect the EBIT margin as a percentage of gross profit to
rise above 40% by 2027e (guidance: 40-50% within 10 years).

Further assumptions:
e Taxrate: We assume an income tax rate of 30%.

e  Capex requirements: We assume that the Insurance Platform, as soon as it
is fully set up and optimised, will require less capex than Europace on an
annual basis, as it will not have to compete with in-house solutions of the
product suppliers (as is the case with Europace).

e \Weighted average cost of capital (WACC): Due to the high forecast risk
related to this relatively new business, we cautiously applied a beta of 1.6,
which resulted in a WACC of >10% in our DCF valuation.

e Terminal value phase: To calculate terminal value we apply a long-term FCF
growth rate of 2.00%, which we consider reasonable based on the growth
prospects of the company’s underlying business.

Based on the above assumptions, we derive an equity value of € 143.4.0m,
corresponding to a fair value of € 24.12 (old: € 12.53) per share.
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DCF: Insurance Platform

PHASE 1 PHASE 2 PHASE 3
EURmM 2018e 2019 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e o]

Sales 23.1 315 41.9 54.4 69.4 86.7 106.3 127.5 142.8 146.4
yoy grow th 52.0% 36.0% 33.0% 30.0% 27.5% 25.0% 22.5% 20.0% 12.0% 2.5%
EBIT -0.4 0.6 2.0 4.4 8.3 13.3 19.7 28.1 36.4 42.5
Margin as % of sales -1.8% 2.0% 4.8% 8.0% 12.0% 15.3% 18.5% 22.0% 25.5% 29.0%
Margin as % of gross profit -2.6% 2.9% 7.0% 11.4% 17.1% 21.9% 26.4% 31.4% 36.4% 41.4%
EBIT incl. allocated holding
costs and consolidation -1.3 -0.6 0.5 2.4 6.0 10.5 16.4 24.4 32.5 38.6
Margin as % of sales -5.7% -1.9% 1.1% 4.4% 8.6% 12.1% 15.5% 19.1% 22.8% 26.4%
Income tax on EBIT 0.4 0.2 -0.1 -0.7 -1.8 -3.2 4.9 -7.3 -9.8 -11.6
Depreciation and amortisation
((incl. allocated holding costs and consolidation) 2.0 25 3.2 3.8 4.7 5.8 7.0 8.2 9.1 9.2
Change in net working capital -0.5 -0.6 -0.7 -0.7 -0.9 -1.1 -1.3 -1.4 -1.3 -0.5
Net capital expenditure 4.7 -6.1 -7.2 -7.5 -8.2 -8.8 9.6 -10.3 -11.2 -9.2
Free cash flow 4.1 -4.6 4.3 -2.8 -0.2 3.2 7.6 13.5 19.4 26.6
Present values -3.8 -3.9 -3.3 -2.0 -0.1 1.8 3.9 6.2 8.1 10.0 126.5
Present value Phase 1 -11.0 Risk free rate 0.78% Target equity ratio 80.0%
Present value Phase 2 27.9 Equity risk premium 7.23% Beta (fundamental) 1.6
Present value Phase 3 126.5 Debt risk premium 2.50% WACC 10.05%
Total present value 143.4 Tax shield (Phase 3) 30.0% Terminal growth 2.00%)

Sensitivity analysis
Terminal growth rate (Phase 3)
1.0% 1.5% 2.0% 2.5% 3.0%

Fair value of business segment 143.4 9.05% 26.46 28.12 30.01 32.20 34.74
9.55% 23.86 25.26 26.85 28.66 30.75
Number of shares outstanding (m) 5.9 WACC  10.05% 21.58 22.78 24.12 25.64 27.37
10.55% 19.57 20.60 21.74 23.02 24.48
Fair value per share (EUR) 24.12 11.05% 17.79 18.67 19.65 20.74 21.97

Chart 8 — Source: Oddo BHF Securities
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Valuation method

Our target prices are established on a 12-month timeframe and we use three valuation methods to determine them. First, the discounting of available cash
flows using the discounting parameters set by the Group and indicated on Oddo BHF' website. Second, the sum-of-the-parts method based on the most
pertinent financial aggregate depending on the sector of activity. Third, we also use the peer comparison method which facilitates an evaluation of the
company relative to similar businesses, either because they operate in identical sectors (and are therefore in competition with one another) or because they
benefit from comparable financial dynamics. A mixture of these valuation methods may be used in specific instances to more accurately reflect the specific
characteristics of each company covered, thereby fine-tuning its evaluation.

Sensitivity of the result of the analysis/ risk classification:

The opinions expressed in the financial analysis are opinions as per a particular date, i.e. the date indicated in the financial analysis. The recommendation
(cf. explanation of the recommendation systematic) can change owing to unforeseeable events which may, for instance, have repercussions on both the
company and on the whole industry.

Our stock market recommendations

Our stock market recommendations reflect the RELATIVE performance expected for each stock on a 12-month timeframe.

Buy: performance expected to exceed that of the benchmark index, sectoral (large caps) or other (small and mid caps).

Neutral: performance expected to be comparable to that of the benchmark index, sectoral (large caps) or other (small and mid caps).
Reduce: performance expected to fall short of that of the benchmark index, sectoral (large caps) or other (small and mid caps).

The prices of the financial instruments used and mentioned in this document are the closing prices.

All publications by Oddo BHF concerning the companies covered and mentioned in this document are available on the research site:
www.securities.oddo-bhf.com

Recommendation and target price changes history over the last 12 months for the company analysed in this report

Date Reco Price Target (EUR) Price (EUR) Analyst

09.04.18 Buy 163.00 141.60 Martin Decot
15.01.18 Neutral 139.00 131.60 Martin Decot
30.10.17 Buy 139.00 124.25 Martin Decot
23.10.17 Neutral 139.00 120.75 Martin Decot

In accordance with Article 20 of European Regulation No. 596/2014 (Market Abuse Regulation), a list of all recommendations on any financial instrument or
issuer that have been disseminated over the past twelve months is available by clicking on the following link www.securities.oddo-bhf.com

Recommendation split

Buy Neutral Reduce
Our whole coverage (414) 50% 40% 9%
Liquidity providers coverage (130) 45% 49% 5%
Research service coverage (58) 55% 40% 5%
Investment banking services (46) 76% 20% 4%
Risk of conflict of interest:
Investment banking and/or Distribution
Has Oddo BHF, managed or co-managed in the past 12 months a public offering of securities for the subject company/ies? No
Has Oddo BHF, received compensation for investment banking services from the subject company/ies in the past 12 months or expects No

to receive or intends to seek compensation for investment banking services from the subject company/ies in the last 12 months?
Research contract between Oddo group & the issuer

Oddo BHF and the issuer have agreed that Oddo BHF will produce and disseminate investment recommendations on the said issuer as Yes
a service to the issuer

Liquidity provider agreement and market-making

At the date of the distribution of this report, does Oddo BHF,act as a market maker or has Oddo BHF, signed a liquidity provider Yes
agreement with the subject company/ies?

Significant equity stake
Does Oddo BHF, own 5% or more of any class of common equity securities of the subject company/ies? No
Does the subject company beneficially own 5% or more of any class of common equity of Oddo BHF or its affiliates? No
Disclosure to Company

Has a copy of this report ; with the target price and/or rating removed, been presented to the subject company/ies prior to its distribution, No
for the sole purpose of verifying the accuracy of factual statements ?

Have the conclusions of this report been amended following disclosure to the company/ies and prior its distribution? No
Additional material conflicts
Is Oddo BHF, aware of any additional material conflict of interest? No

Personal conflicts of interest

Have those responsible for the drafting of the present document acquired securities from the issuer concerned by the present financial No
analysis?
Have those responsible for the drafting of the present document received remuneration directly linked to investment firm service No

transactions or any other kind of transaction they carry out or any trading commissions they, or any legal person who is part of the same
group, receive?

Statement of conflict of interests of all companies mentioned in this document may be consulted on Oddo BHF: www.securities.oddo-bhf.com
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Disclaimer:

Disclaimer for Distribution by ODDO BHF SCA to Non-United States Investors:

This research publication is produced by ODDO BHF Corporate & Markets, a division of ODDO BHF SCA (“ODDOQ”), which is licensed by the Autorité de
Contréle Prudentiel et de Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (“AMF”).

The research, when distributed outside of the U.S., is intended exclusively for non-U.S. customers of ODDO and cannot be divulged to a third-party without
prior written consent of ODDO. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for
any investment. This research has been prepared in accordance with regulatory provisions designed to promote the independence of investment research.
“Chinese walls” (information barriers) have been implemented to avert the unauthorized dissemination of confidential information and to prevent and manage
situations of conflict of interest. This research has been prepared in accordance with French regulatory provisions designed to promote the independence of
investment research. The recommendation presented in this document is reviewed and updated at least quarterly following each Quarterly Report published
by the issuer that is the subject of this Research Report.

At the time of publication of this document, ODDO and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all
reasonable effort has been made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as
to its accuracy or completeness and it should not be relied upon as such. Past performances offer no guarantee as to future performances. All opinions
expressed in the present document reflect the current context which is subject to change without notice. The views expressed in this Research Report
accurately reflect the analyst's personal views about the subject securities and/or issuers and no part of his compensation was, is, or will be directly or
indirectly related to the specific views contained in the Research Report. This Research Report does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice.

This Research Report is for institutional investors only. It may not contain information necessary for others to make investment decisions. Consult your
financial adviser or an investment professional if you are not an institutional investor.

Disclaimer for Distribution by Oddo New York to United States Investors:

This Research Report is produced by ODDO BHF Corporate & Markets, a division of ODDO. This research is distributed to U.S. investors exclusively by
ODDO BHF New York Corporation (“ONY”), MEMBER: FINRA/SIPC, and is intended exclusively for U.S. customers of ONY and cannot be divulged to a
third-party without prior written consent of ONY. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase
or subscribe for any investment. This research has been prepared in accordance with regulatory provisions designed to promote the independence of
investment research. “Chinese walls” (information barriers) have been implemented to avert the unauthorized dissemination of confidential information and to
prevent and manage situations of conflict of interest. This research has been prepared in accordance with French regulatory provisions designed to promote
the independence of investment research. The recommendation presented in this document is reviewed and updated at least quarterly following each
Quarterly Report published by the issuer that is the subject of this Research Report.

At the time of publication of this document, ODDO, and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all
reasonable effort has been made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as
to its accuracy or completeness and it should not be relied upon as such. Past performances offer no guarantee as to future performances. All opinions
expressed in the present document reflect the current context which is subject to change without notice. The views expressed in this Research Report
accurately reflect the analyst's personal views about the subject securities and/or issuers and no part of his compensation was, is, or will be directly or
indirectly related to the specific views contained in the Research Report. This Research Report does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice.

This Research Report is for institutional investors only. It may not contain information necessary for others to make investment decisions. Consult your
financial adviser or an investment professional if you are not an institutional investor.

Rule 15a-6 Disclosure:

Under Rule 15a-6(a)(3), any transactions conducted by ODDO, and/or one of its subsidiaries with U.S. persons in the securities described in this foreign
research must be effected through ONY. As a member of FINRA, ONY has reviewed this material for distribution to U.S. persons as required by FINRA Rules
2241(h) applicable to dissemination of research produced by its affiliate ODDO.

FINRA Disclosures:

* Neither ONY, ODDO, nor ODDO BHF Corporate & Markets beneficially owns 1% or more of any class of common equity securities of the subject company.
* The research analyst of ODDO BHF Corporate & Markets, at the time of publication of this research report, is not aware, nor does he or she know or have
reason to know of any actual, material conflict of interest of himself or herself, ODDO, ODDO BHF Corporate & Markets or ONY, except those mentioned in
the paragraph entitled “Risks of Conflicts of Interest.”

» ODDO BHF Corporate & Markets or ODDO may receive or seek compensation for investment banking services in the next 3 months from the subject
company of this Research Report, but ONY would not participate in those arrangements.

» Neither ONY, ODDO, ODDO BHF Corporate & Markets has received compensation from the subject company in the past 12 months for providing
investment banking services except those mentioned in the paragraph of “Risks of Conflict of Interest”.”

» Neither ONY, ODDO, ODDO BHF Corporate & Markets has managed or co-managed a public offering of securities for the subject company in the past 12
months except those mentioned in the paragraph of “Risk of Conflict of Interest”.

* ONY does not make (and never has made) markets and, accordingly, was not making a market in the subject company's securities at the time that this
research report was published.

Regulation AC: ONY is exempt from the certification requirements of Regulation AC for its distribution to a U.S. person in the United States of this Research
Report that is prepared by an ODDO BHF Corporate & Markets research analyst because ODDO has no officers or persons performing similar functions or
employees in common with ONY and ONY maintains and enforces written policies and procedures reasonably designed to prevent it, any controlling
persons, officers or persons performing similar functions, and employees of ONY from influencing the activities of the third party research analyst and the
content of research reports prepared by the third party research analyst.

Contact Information of firm distributing research to U.S. investors: ODDO BHF New York Corporation, MEMBER: FINRA/SIPC, is a wholly owned subsidiary
of ODDO BHF SCA; Philippe Bouclainville, President (pbouclainville@oddony.com) 150 East 52nd Street New York, NY 10022 212-481-4002.
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PER SHARE DATA (EUR)
Adjusted EPS

Reported EPS

Growth in EPS(%)

Net dividend per share
FCF to equity per share
Book value per share
Number of shares market cap
Number of diluted shares
VALUATION

12m highest price

12m lowest price

(*) Reference price

Capitalization

Restated Net debt

Minorities (fair value)

Financial fixed assets (fair value)
Provisions

Enterprise Value

P/E (x)

P/CF (x)

Net Yield (%)

FCF vyield (%)

P/B incl. GW (x)

P/B excl. GW (x)

EV/Sales (x)

EV/EBITDA (x)

EV/EBIT (x)

(*) historical average price
PROFIT AND LOSS (EURm)
Sales

EBITDA

Depreciations

Current EBIT

Published EBIT

Net financial income

Corporate Tax

Net income of equity-accounted companies
Profit/loss of discontinued activities (after tax)
Minority interests

Attributable net profit

Adjusted attributable net profit
BALANCE SHEET (EURm)
Goodwill

Other intangible assets

Tangible fixed assets

WCR

Financial assets

Ordinary shareholders equity
Minority interests

Shareholders equity

Non-current provisions

Net debt

CASH FLOW STATEMENT (EURm)
EBITDA

Change in WCR

Interests & taxes

Others

Operating Cash flow

CAPEX

Free cash-flow

Acquisitions / disposals
Dividends

Net capital increase

Others

Change in net debt

GROWTH MARGINS PRODUCTIVITY
Sales growth

Lfl sales growth

Current EBIT growth

Growth in EPS(%)

Net margin

EBITDA margin

Current EBIT margin

CAPEX/ Sales

WCR / Sales

Tax Rate

Normative tax rate

Asset Turnover

ROCE post-tax (normative tax rate)
ROCE post-tax hors GW (normative tax rate)
ROE

DEBT RATIOS

Gearing

Net Debt / Market Cap

Net debt / EBITDA

EBITDA / net financial charges
Source: ODDO BHF Securities, Fininfo
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0.3
133
71
-23.3
12/19e
44.4
-4.7
-7.3
-0.3
32.1
-17.3
14.8
0.0
0.0
0.0
-4.3
14.8
12/19e
14.9%
0.0%
18.2%
18.9%
10.3%
16.9%
13.1%
-6.6%
10.8%
20.2%
ns

25

ns

ns
22.9%
12/19e
-18%
-0.03
ns

ns

)

12/20e
5.40
5.40
17.6%
0.00
3.20
27.73
5.95
5.95
12/20e

142

842
-42.4
0.0
0.0
7.1
807

26.2
19.5
0.0%
2.3%
5.1
5.1
2.69
15.5
20.0

12/20e
300

52
-11.5
40.4
40.4
-0.2
-8.1
0.0

0.0

0.0
321
321
12/20e
0.0
78.8
12.3
33.6
53
165
0.3
165
71
-42.4
12/20e
52.0
-5.0
-8.3
-0.4
38.3
-19.2
19.1
0.0
0.0
0.0
-4.0
19.1
12/20e
13.7%
0.0%
17.0%
17.6%
10.7%
17.3%
13.5%
-6.4%
11.2%
20.2%
79.6%
2.5
7.0%
7.0%
21.6%
12/20e
-26%
-0.05
ns

ns



	Revised estimates and valuation methodology
	2018: Insurance Platform contributes to further growth, additional takeovers seem likely
	Wide guidance ranges reflect volatility of
	Institutional Clients business
	EBIT bridge and estimates vs. consensus

	Valuation: TP raised to € 163, upgrade to Buy
	Credit platform: € 77.40/share
	Private Clients: € 49.90/share
	Institutional Clients: € 12.02/share
	Insurance Platform:  € 24.12/share



